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BENNY WAMPLER: Good norning. M nane is Benny

Wampler. I’'m Deputy Director for the Virginia Department of
M nes, Mnerals and Energy, and Chairman of the Gas and O |
Board. 1I’'1l1l ask the members to introduce themselves,
starting wwth M. Brent.

MASON BRENT: M nanme is Mason Brent. | represent

the Gas and 0Oil Industry and I'm from Richmond.

DONALD RATLIFF: I’'m Donald Ratliff, representing

the coal industry from Wse County.

JIMMINIRYE: JimMlintrye fromWse, Virginia

I'm a citizen appointee.

BOB WLSON: My name is Bob Wilson. I’'m the

Director of the Division of Gas and G, and Principa
Executive to the staff of the Board.

BENNY WAMPLER:  Thank you. The first itemon the

agenda today is the Board will receive a quarterly report on
the Board' s escrow account that's adm ni stered by Wachovi a
Bank Escrow Agent for the Board. Bob.

BOB WLSON: Thank you. |'ve given each of you a

copy of the quarterly summary that we received from Wachovi a
Nati onal Bank. W started off the quarter with a bal ance of
$8,577,070.94. During the quarter we received deposits of
$573, 220. 02, earned interest of $18,574.81. There were no
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di sbursenents during the |ast quarter. That left us with a
cl osi ng bal ance for the quarter as of June the 30th of

$9, 168, 865. 77, which represents an increase over the quarter
of $591,794.83. Again, we'd rem nd you that the fees are
deducted on a sem -annual basis. There were no fees deducted
out of this quarter's report either.

Attached to the report is the disbursenent report,
which we only get twice a year. So, this represents the
first two quarters of the year. You can see that during that
period of tine, we disbursed $17,926.84. That was under one
di sbursenent proceedi ng for those folks that you see |isted
t here.

Interest rate, at this particular tine at |least, is
headed in the right direction. W're getting 1.03% now.
That's up from.94% that we've been getting. So, every
little bit hel ps there.

We have no particular issues other than that.
That's essentially all the report that | have.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

MASON BRENT: I'm..if | may, M. Chairnman, just

ask one question.

BENNY WAMPLER: M. Brent.
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MASON BRENT: As | recall, there have been a few

di sbursenent orders that we've approved this year. I'ma
little surprised just to see that there's only been these in
Mar ch.

BOB W LSON: Yes. The bulk of the orders that we

approved recently are still being held, of course, because of
sone title questions and that sort of thing. These...other
than that, the only ones we've approved this year, | believe,
are, or was, that Cabot disbursenent---.

MASON BRENT: Ckay.

BOB WLSON: ---that was represented by these fol ks

ri ght here.
MASON BRENT: That's ny bad recollection then. 1'm

aware of the ones that are being held up. But | thought

there were nore than just this. | guess not.
BOB WLSON: | hope not. | don't think so.
BENNY WAMPLER: | think...l think that nay have

been the latter part of |ast year.

MASON BRENT: Yeabh.

BENNY WAMPLER:  The | ast quarter. Any other

questions?
(No audi bl e response.)

BENNY WAMPLER: The next itemon the agenda is a
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petition from CNX Gas Conpany, LLC for pooling of coal bed
met hane unit 1-39 in the Garden District of Buchanan County,
docket nunmber VGOB-04-0615-1294. W'd ask the parties that
Wi sh to address the Board in this matter to cone forward at
this tine.

MARK SWARTZ: Mark Swartz and Les Arrington. M.

Chairman, while Les is passing this stuff out, there..
actually this is an OGakwood unit and there's another Cakwood
unit A-23, which is itemnunber, | think, three on your
docket today.

BENNY WAMPLER:  Ckay.

MARK SWARTZ: It m ght nmake sense to conbi ne the

two Cakwood units for hearing.

BENNY WAMPLER:  The 13057

MARK SWARTZ: Correct.

BENNY WAMPLER  We' ||l go ahead and call a petition

from CNX Gas Conpany, LLC for pooling of coal bed nethane unit
A- 23, docket nunber VGOB-04-0720-1305. W'd ask the parties
that wish to address the Board in this matter to cone
forward, al so.

MARK SWARTZ: Mark Swartz and Les Arrington on that

one as wel |.

BOB W LSON: M . Chai r man.
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BENNY WAMPLER: M. WIson.

BOB W LSON: For the record, the staff received a

| etter regarding pooling unit 1-39, which is docket nunber

04-0615-1294, fromDucinia L. Stacy stating her objections to
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the pooling. A copy of that letter will be in our file and

has been distributed to each Board nmenber.

BENNY WAMPLER:  Thank you, M. WIlson. Do you have

a copy of that?

LESLI E K. ARRI NGTON:  No.

MARK SWARTZ: No. M. WIson doesn't do that for

us. He's a very secretive guy. Sonetinmes | nust say it
appears to ne that he is actually a filter. He keeps sone
things fromus with good reason. Thank you. Here you go,
Les, there's a copy.

(M. WIlson and M. Arrington confer.)

BENNY WAMPLER.  Ckay, the record wll show there

are no others. You may proceed.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, you need to state your nane for us.

COURT REPORTER: | need to swear himin.




MARK SWARTZ: Well, hopefully he'll give us his

true nanme w thout being under oath. But maybe we can start
with that. Okay. Al right.

(M. Arrington is duly sworn.)

Q You need to state your nanme for us.

A Leslie K Arrington.

Q Who do you work for?

A CNX Gas Conpany, LLC

Q And do you have a title?

A Manager of permtting and environnental.

Q Ckay. Are you here on behal f of CNX today

with regard to these pooling applications?

A Yes.

Q Okay. |Is CNX Gas Conpany a limted
liability conmpany?

A Yes, it is.

Q And as such, is it in essence a Virginia
CGeneral partnership, which is a wholly owned indirect
subsi di ary of Consol Energy, Inc.?

A Yes.

Q s CNX aut horized to do business in the
Commonweal t h?

A. Yes, it is.
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Q Wth regard to both of these conbined
applications, CNX is that applicant, is that correct?

A Yes.

Q And in both of these situations is CNX, the
applicant, requesting that CNX al so be designated the Board's
operator if these applications were approved?

A Yes, we are.

Q And with regard to operational issues, is

CNX registered with the Departnent of M nes, Mnerals and

Ener gy?
A Yes.
Q And does it have a bl anket bond on file?
A Yes, it does.
Q What did you do to notify the respondents,

there are a nunber of people in -39 and only one really are
in an estate in A-23, but what did you do to notify them of
t he hearing today?

A Yes. We published 1-39 in the Bluefield
Daily Tel egraph on 6/29/2004. W mailed it by certified nai
on June the 18th of 2004. Unit A-23, we nailed it originally
on 6/18/2004 and published in the Bluefield Daily Tel egraph
2004. We discovered we had an error and we remailed it on

July the 8th, 2004, and published again on July the 9th,
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2004.

Q Ckay. And have you filed proofs with regard
to mailing and with regard to publication with M. W] son?

Yes, we have.

Q Wth regard to...also, with regard to these
units, are they both OCakwood | units?

A Yes, they are.

Q And both of theminvolve 80 acre units, is

that correct?

A Yes.

Q And bot h have or propose to drill one well
within the drilling w ndows?

A That's correct.

Q Ckay. Do you want to add any respondents or

subtract any respondents to or fromeither of these
applications today?

A No.

Q Let's start with sonme of the specifics then
and | ook at 1-39, okay. Wuat is the interest that you've
acquired or interests that you've acquired and what is it
that you' re seeking to pool today?

A W have 56. 8386% of the coal owner's claim

to coal bed net hane | eased; 58.9261% of the oil and gas

10
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owner's claimto coal bed nethane | eased; we have 99. 85% of
the coal |eased; and we're seeking to pool 43.1614% of the
coal owner's claimto coal bed nethane; and 41.0739% of the
oil and gas owner's claimto coal bed net hane.

Q Are there sone conpeting | eases here?

A Yes, there is. Appal achian Energy has, of
the oil and gas interest, has 34% of that interest |eased.

Q And you' ve joined themas a respondent,
take i1t?

Yes, we have.

Ckay. And any pooling order that would be
entered by the...by the Board would need to reflect that and
you have asked or---?

A Yes, we do.

Q ---at least in your B-3 identified the fol ks
that are affected by those | eases, but any Board order would
need to afford Appal achi an Energy a participation option?

A Yes.

Q Wth regard to this well, have you provi ded
a cost estimate?

A Yes, we have, $228,970.27 to an estimated
depth of 1944 feet.

Q And is there a...is this well drilled...is

11
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there a permt?

A No, there is not.

Q Not as yet. Wth regard to matters
affecting escrow, it looks like there are life estates
in...or at |least the paynent of noneys, there are life
estates in Tracts 6, 11 and 13 that need to be noted in the
order.

A | believe that's correct.

Q Ckay. And they're identified in your
Exhi bit B-3---?

A Uh- huh.

Q ---correct?

A Yes.

Q And with regard to fol ks whose addresses are

unknown or who are unknown, there are several of those, not a

| ot, but several---7?
A Ri ght .
Q ---in Tracts 5 and 6, which would be a

reason for escrow for unknowns or unlocateables in Tracts 5
and 6, is that correct?

A Correct.

Q And then with regard to conflicts, there is

an Exhibit E, which you ve provided the Board that indicates

12
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that there are conflicts that would require escrowin Tracts
5 6, 8 11, 12 and 13, is that correct?

A That's correct.

Q And then lastly, with regard to paynent
i ssues, have you al so provided the Board wth an Exhi bit EE?

A Yes, we have.

Q So, you're indicating that there are witten
royalty split agreenents in place at least with regard to
sone of the folks involved in this unit?

A Yes.

Q And are those agreenents...those royalty
split agreenents, in effect and at |least in part, affecting
Tracts 4, 11 and 13?

A Yes, they are.

Q And are you requesting that the Board all ow
the operator to pay the folks identified in Exhibit EE
directly rather than escrowing their funds in accordance with
the terns of their witten agreenents?

A Yes, we are.

Q Qobvi ously, you' ve | eased over half of the
coal and the oil and gas clains and the interest in this
unit. Wuld you tell the Board what terns you have been

offering to obtain those | eases and what your reconmendation

13
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woul d be with regard to the deened to have been | eased

provi si on?

A

Yes.

Qur standard coal bed net hane | ease is

a dollar per acre per year,

wth a five year paid up term

Wi th a one-eighth production royalty once the well goes into

producti on.

Q

Ckay.

And is that what you woul d recommend

that the Board would include in any order as well?

A
Q

revi sed exhibits---.

A

Q
A
Q

Yes, we do.
Turning to A-23, | believe you filed sone
Yes, we did.

---with regard to that.

Yes,

we did.

And to just sort of focus the Board on what

caused the revision, i

B-3 and the tract

A.
Q

f I'"'mnot m staken, you revised Exhibit

identifications?

We revised Exhibit B-3, | believe.

Ckay.

And the revision in Exhibit B-3

essentially dealt with Tract 1, am| correct?

A
Q

after the snall

Yes,

it was.

And was that revision to add the people

letter

C,

d1

e and f?

14
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A Yes, it was.

Q And collectively, what is their interest or
claimas royalty owners in this unit?

A 0. 02202%

Q Okay. And these are the fol ks that
requested a conti nuance?

A Yes, it was.

Q Ckay.

BENNY WVAMPLER: We don't have that information that

you' re tal ki ng about.

BOB WLSON: | have a copy of the revision here.

LESLIE K. ARRINGTON: Do you have the revision?

BOB W LSON: Uh- huh. These cane in after the mi

went out.

BENNY WAMPLER:  |'l| just ask you to repeat that

t esti nony.

Q Right. If you would...if you would turn to
Tract 1, either coal fee or oil and gas fee. Les, there
are...in the revision there are people fromA through F, is
t hat correct?

A That's correct.

Q And the change in the revised exhibit that

we're now referring to that the Board nenbers now have, was

15
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to add the folks fromc to f, is that correct?

A That's correct.

Q And the interest collectively of
those...those folks fromc to f in this unit were actually in

this tract...fromato f is what?

A It's 0.02202.

Q Percent ?

A Per cent .

Q Ckay. Wth regard...again, with regard to

the pooling application concerning A-23, tract...these fol ks
in Tract 1 that we just referred to are indeed the only
peopl e that you're seeking to pool?

A They are.

Q And you' ve already told us what their
interest is collectively?

A Yes.

Q Tell the Board what you've been able to
lease in this unit.

A W' ve | eased 99.97798% of the coal, oil and
gas within this unit.

Q Have you provided the Board with a well
estimate?

A Yes, we have. It's $219,125.60, to a depth

16
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of 2495.68. Permt nunber is 6069.

Q And this well apparently has been permtted
and drilled?

A Yes, it has.

Q Ckay. And it does not |ook |Iike there's any
escrow requirenent in this unit with regard to conflicts, but
given the revised exhibit, at |east tenporarily, there would
be a requirenent that may be solved by the tine you submt

t he suppl enental order---?

A That's correct.

Q ---for unlocateables in Tract 17

A That's correct.

Q Lastly, M. Arrington, two...two opinion
questions for you, first of all, is it your opinion that the
pl an for devel opnent, which is specifically here to drill one
frac well in the drilling w ndow of each of these two units,

is a reasonabl e plan to devel op the coal bed net hane in and
under these units?

A Yes, it is.

Q And is it also your opinion that if you take
the | eases that your conpany has obtai ned and you conbi ne
that with a pooling order dealing wth the one outstandi ng

interest that we're tal king about here today, that all of the

17
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owners and the...and the claimants woul d be protected and

their correlative rights would be protected either by virtue

of the | eases that CNX has obtained or by virtue of the

pooling order that the Court...that the Board m ght enter?
A Yes, it will.

MARK SWARTZ: That's all | have.

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: | had one question on 1-39. You..

you...well, | guess, starting with, nmaybe, on Tract 12. It

coul d have been before that naybe. But you have, "or due to
mappi ng overlap”. Wuld you just describe that a little bit?

LESLI E K. ARRINGTON: Sure. Wen you map the

tracts, for that tract that we've got |isted there, the two
pl ots overl ap one another and we cannot determ ne which
property owner owns it and that's what we're show ng there is
it actually overlaps. Until soneone can renedy that problem
that tract would be in conflict.

MARK SWARTZ: It's listed on Exhibit E, but there

are really two reasons. There's the overlap i ssue and the
conflict issue.

BENNY WAMPLER. O her questions from nenber of the

18
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Boar d?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ:  No.

BENNY WAMPLER: Is there a notion?

DONALD RATLI FF: So noved, M. Chairman.

BENNY WAMPLER: |s there---?

JI M M| NTYRE: Second.

BENNY WAMPLER:  Mbtion for approval and second.

Any further questions?

yes.

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

(Al nmenbers signify by saying yes.)
BENNY WAMPLER:  (Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from CNX Gas Conpany, LLC for

pooling of a coal bed nethane unit AV-100, docket nunber VGOB-

04-0720-1306. We'd ask the parties that wish to address the

Board in this matter to cone forward at this tine.

(M. Swartz and M. Arrington confer.)
MARK SWARTZ: | was going to ask to conbine the

19
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five Nora units. But let's just do AV-100 by itself because
we actually have sonme fol ks here on that and that m ght
sinplify their job and ours.

BENNY WAMPLER. Al right. Wuld you state your

name for the record, please?

GREGORY ALLEN HESS: Allen...well, Gegory Alen

Hess.
BENNY WAMPLER:  Thank you. The record will show

there are no others. You nay proceed.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, you need to state your nane again for
us.

A Leslie K Arrington.

Q The...who do you work for?

A CNX Gas Conpany, LLC

Q What do you do for then?

A Manager of environnental and permtting.

Q Were you the fell ow who actual ly prepared or
caused to be prepared the notice of hearing, application and
related exhibits with regard to the petition to pool AV-100?

A Yes, | was.

20
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Q What did you do to notify the peopl e that
you' re seeking to pool today?

A We nmailed by certified mail, return receipt
on June the 18th, 2004. W published in the Bluefield Daily
Tel egraph on June the 23rd, 2004.

Q Have you filed proofs of publication and

mailing wwth M. WIson?

A Yes, we have.

Q Who's the applicant?

A CNX Gas Conpany.

Q s CNX Gas Conpany a limted liability
conpany?

A Yes, it is.

Q And as such, is it, in essence, a Virginia

CGeneral Partnership and a wholly owned indirect subsidiary of
Consol Energy, Inc.?

A Yes, it is.

Q Is it authorized to do business in the
Commonweal t h?

A Yes, it is.

Q Who is the applicant asking be appointed
desi gnated operator if an order is entered?

A CNX Gas Conpany.

21
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Q s CNX registered with the DMVE?

A Yes, it is.

Q And does it have a bl anket bond on file as
requi red by | aw?

A Yes.

Q Have you listed all of the folks that you

want to pool in notice of hearing and Exhibit B-3?

A Yes, we have.

Q So you don't want to add anybody today?

A No.

Q And you don't want to deduct anybody either?
A No.

Q Wth regard to the plan for devel opnent in

this unit, if we |ook at the plat, does the plat show a

drilling w ndow?

A Yes, it does.

Q And is the well located within that w ndow?

A Yes, it is.

Q And how many wells are you proposing to
drill in this unit?

A One.

Q Have you provided a cost estimate with
regard to that well?

22
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A Yes, we have, $226,86103, to a depth of
2,428. 44 feet.

Q The permt nunber?
A 6095, drilled on May the 19th, 2004.
Q Ckay. Wiat interests are you seeking to

pool today?

A We're seeking to pool 16.9377% of the oi
and gas owner's claimto coal bed net hane.

Q And apparently you' ve | eased or acquired
100% of the coal clains to coal bed nethane?

A Yes, that's correct.

Q | f sonmeone wanted to figure out what their
claimwas, would they | ook at Exhibit B-3?

A Correct.

Q Ckay. And, for exanple, here Exhibit B-3
after the various nanes, shows a percentage?

A It does.

Q So, if M. Allen Hess wanted to know what
his percent of unit was, he would | ook at Exhibit B-3, and
what would it tell hinf

A It would give himthe percent of interest
within the unit, which is 3.2753%

Q Ckay. And if he were to want to determ ne

23
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what his percentage mght be if he wanted to participate,
what costs he would need to cone up with, he would...he would
do what cal cul ation?

A Take that percent of interest and multiple
it times the cost...estimated cost of the well.

Q Ckay. So, it would be 3.2753%tinmes, with
regard to AV, $226,861.03, and that woul d be the
participation costs?

A Yes, it would be.

Q Ckay. |If he wanted to figure out what his
royalty interest would be, he would take the sane percentage
times 12¥%%0 and that would be his royalty interest in this
particular unit?

A That's correct.

Q In terns of what you've been paying to
obtain | eases, what are those terns?

A For a coal bed nethane lease, it's a dollar
per acre per year, a five year paid up term one-eighth
production royalty.

Q And woul d you ask that the Board incorporate
simlar terns in any order it mght enter?

A Yes, we woul d.

Q This is a Nora unit, is that correct?

24



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

A Yes, it is.

Q And how many acres?

A 51. 66.

Q And all the calcul ati ons of percentages are
done with 51.66 as a starting---7?

A Yes, it is.

Q ---point, correct?

A That's correct.

Q s it your opinion that the plan for

devel opnent of this unit, as disclosed by the applications
and exhibits to drill one frac well in the drilling w ndow,
is a reasonabl e plan and a reasonable nethod to extract

coal bed nethane fromthis unit for the benefit of the owners
and cl ai mant s?

A Yes, it is.

Q Is it your further opinion that if the Board
were to enter an order pooling the outstanding interests here
taking, that pooling order in conjunction with the | eases and
ot her agreenents you' ve entered into, all of the owners and
claimants' correlative rights would then be protected?

A Yes, it would be.

MARK SWARTZ: That's all | have.

BENNY WAMPLER: Questions from nenbers of the
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Boar d?
(No audi bl e response.)

BENNY WAMPLER. M. Hess, did you say your first

name was G egory?

GREGORY ALLEN HESS: Gregory.

BENNY WAMPLER: Gregory Al len Hess?

MARK SWARTZ: |'msorry, | got the wong---.

DONALD RATLIFF: I think it's right.

BENNY WAMPLER:  It's...you have Allen Hess.

MARK SWARTZ: Right. W just need to add anot her

one.

GREGORY ALLEN HESS: | go by Allen.

MARK SWARTZ: Oh, okay. Ckay.

BENNY WAMPLER. Ckay. | thought you m ght want...

you need to correct the record on that. Gkay, do you have
any questions or comments you want to address?

GREGORY ALLEN HESS: Well, see, Momdidn't sign

with them you know, for the site. The line fence, you know,
that nmarked the line, they went just over on the uncle's
property maybe a 150 foot, for instance...l nean, you know, |
never neasured it. Carl Bells, |I believe | talked to himon
the tel ephone. He said they force pooled. He also told ne

the state |l eased Momis gas to him to Consol. | nean, that's
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just hearsay. | nean, that's ny word everywhere el se.
That's---.

BENNY WAMPLER: That the state owned it before?

GREGORY ALLEN HESS: Well, he said that being as

Mom di dn't sign, you know, for...you know, sign with them
they forced pooled it and the state | eased her gas to Consol.

Now, that's what he told ne. Now, whether...whether that's
good or not---.

BENNY WAMPLER: Les, do you have any---?

LESLI E K. ARRI NGTON: | feel sure that it sounded

sonething simlar to that, that we go through the force
pool i ng procedures and he woul d, you know, get the Board and
get those options to be force pooled, which is a deened | ease
and in two participation options. Mybe Carl didn't explain
it exactly right. I'msure Carl was trying to get the
message across to himproperly.

BENNY WAMPLER: Do you under st and what he's sayi ng?

GREGORY ALLEN HESS: Well, not exactly. | nean,

break it down to where---.

LESLI E K. ARRI NGTON: Ckay. Okay, sure.

What . .. what Carl| probably, and not being there with you and
Carl ---.

GREGORY ALLEN HESS: Well, we was on the phone is
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what it was.

LESLI E K. ARRI NGTON: WAs you?

GREGORY ALLEN HESS:  Un- huh

LESLIE K. ARRINGTON: And they offered---.

BENNY WVAMPLER: Wl |, don't---.

LESLIE K ARRINGTON: ---you a |ease or offered

your nom a | ease.

GREGORY ALLEN HESS: Yeah.

LESLIE K ARRINGTON: And so if you didn't want to

take that lease, that left us the option of having to cone
before the Virginia Gas and G| Board here---.
GREGORY ALLEN HESS: Yeah.

LESLI E K. ARRI NGTON: ---and do what's called this

force pooling.

GREGORY ALLEN HESS:. Force pooling.

LESLIE K ARRINGTON: And...and |I'msure Carl tried

to explain that to you where you had sone options to
either...it wll either be | eased or you had sone
participation options to either be a carried operator or
participate in the well. |If he didn't, then those two...

t hose two options he may...he may not have explained the two
participating. He nmay have only explained if you didn't

| ease, we would have to cone to the force pooling.
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GREGORY ALLEN HESS: COkay. Well, how. .. he tal ked

about the state. Now, that's what got ne.

LESLI E K. ARRI NGTON: Ckay. Well---.

GREGCRY ALLEN HESS: | mean, the fellow, | believe

he said he was with the state, didn't you?

LESLIE K. ARRINGTON:  Uh-huh. They are. Bob and

M. Wanpler are with the---.
GREGORY ALLEN HESS: Ckay.

LESLIE K ARRINGTON: ---Virginia Gas and Q|

Boar d.
GREGORY ALLEN HESS: Unh-huh

LESLI E K. ARRI NGTON: So...and that's what we're

here for today is to force pool that interest since you
didn't do a |l ease with us.

GREGORY ALLEN HESS:. Yeah...yeah, Mom woul dn't sign

nothing. | nmean, you know, and | was just wondering...well,
fromup on the ridge fromwhere the well is, it drilled down
to Monmis house. For instance, ny hand, and it canme down, it
ain't 200 foot from her house. | nean, you know, as steep as
the ridge is. WlIl, you uns |live in Buchanan County
probably, or some of you'ns in Dickenson or Wse---.

LESLI E K. ARRI NGTON:  Un- huh

GREGORY ALLEN HESS: ---and how steep the ridges
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are and then you end up here on top of this ridge and you go
down, why you'd be right agai nst sonebody's house. |
nmean- - - .

LESLI E K. ARRI NGTON: | think she must |ive down in

this vicinity.

GREGORY ALLEN HESS: Down in there, yeah.

LESLI E K. ARRI NGTON: Down there. Qur wells are

kind of up here on top of the hill

GREGORY ALLEN HESS: On top of the ridge, yeah, on

Stinson Ridge.
LESLIE K ARRINGTON: And it's quite a distance

hori zontally down to her house. If you'll scale...this is a
flat distance here if you'll scale that distance to that
tract right here.

GREGORY ALLEN HESS: What is that, a inch per what,

100 foot.

LESLIE K. ARRINGTON: That's 400.

GREGORY ALLEN HESS: 400 scal e?

LESLI E K. ARRINGTON:  Uh-huh. And so that distance
woul d be---.

MARK SWARTZ: 500 or 600 feet.

GREGORY ALLEN HESS: Would that end of being...
okay, well. | nean, you know, | never did---.
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LESLIE K. ARRINGTON: See. if you scale it off of

there, it's approximately...just an approxi mate 800 feet---.

GREGORY ALLEN HESS: Ckay.

LESLI E K. ARRI NGTON: ---hori zont al .

GREGCRY ALLEN HESS: So that...well, the reason |

canme. ..l mean, you know, what Carl said where the state

| eased her gas. | nean, ain't she...won't she be entitled to

sonet hi ng?

LESLI E K. ARRI NGTON: Oh, there...there will be a

production royalty paid attributable to this tract. But
since there's a coal owner and---.

GREGORY ALLEN HESS: Yeah, Big X Coal Conpany.

LESLIE K. ARRINGTON: Right. And a mneral or oi

and gas owner, since it's not been determ ned who owns the
coal bed nethane, this noney will go into the escrow account.

GREGORY ALLEN HESS: Escrow t hat there.

LESLIE K ARRINGTON: And that is also listed in

here on Exhibit E. It's listed on our Exhibit E that this
money will go into the escrow account.

GREGORY ALLEN HESS: Okay, what do you do with that

escrow? I mean, after it’s settled or ever what, what do you

do, split that up anpbngst or go back to the percentage?

heard you say sonet hing about you'ns | eased 99 or 97 point
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sone percent off of sonmebody here.

LESLIE K ARRINGTON: Actually, in this unit, we

have | eased 83.0623% of the oil.
GREGORY ALLEN HESS: Ckay. Who gets the other 17

or 16 sonet hi ng?

LESLIE K. ARRINGTON: Well, it's...the other 17%is

listed in our Exhibit B-3.
GREGORY ALLEN HESS: Ckay.

LESLIE K ARRINGTON: |If you'll ook at that, right

here, this is all the owners right here.

GREGORY ALLEN HESS: Yeah.

LESLI E K. ARRI NGTON: Okay. And---.

GREGORY ALLEN HESS: That's ne and Regi na---.

LESLI E K. ARRI NGTON:  Un- huh. Ckay.

GREGORY ALLEN HESS: Yeah. Ckay.

LESLIE K ARRINGTON: And there's the rest of the

owners.

GREGORY ALLEN HESS:  Un- huh

LESLI E K. ARRI NGTON: Now, this...since there's a

coal owner, this noney is going to go into escrow until you
guys...you all and the coal owner either work out an
agreenent or it goes to Grcuit Court and there's a

determ nati on who the proper coal bed net hane owner is.
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GREGORY ALLEN HESS: Really owns the nethane?

LESLIE K. ARRINGTON: That's correct.

GREGORY ALLEN HESS: Does the net hane, does it fal

under m neral s?

LESLI E K. ARRI NGTON: ['I]l let Mark answer that.

MARK SWARTZ: Yes.

GREGORY ALLEN HESS: Huh?

MARK SWARTZ: Yes, it's a mneral.

GREGORY ALLEN HESS: It's a mneral.

MARK SWARTZ: As far as |'m concerned, but al

you're getting is one |awer's opinion.

GREGORY ALLEN HESS: Okay. As far as you're

concer ned?

MARK SWARTZ: Right. Now, if you look at...if you

| ook at---.

GREGORY ALLEN HESS: See that's odorl ess,

t ast el ess. | mean, | worked in the coal n nes.

MARK SWARTZ: |'mjust giving you ny opinion. |'m

not expecting you to agree with ne. You asked a question and
you got an answer.

GREGORY ALLEN HESS: |'ve got seventeen years...

okay, okay.
MARK SWARTZ: (Ckay.
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GREGORY ALLEN HESS: |'ve got seventeen years in

the coal mnes. |[|'ve watched it. | run a mner. 1've
watched it light up around that ripper head.

MARK SWARTZ: |If you | ook at the next exhibit,

you'll see that your coal owner is a person that works things
out with people all the tinme. The next exhibit is a list of
all the people that Harrison-Watt---.

GREGORY ALLEN HESS: Yeah.

MARK SWARTZ: ---has worked out split agreenents

GREGORY ALLEN HESS: | | ooked at that. It

don't---.

MARK SWARTZ: So, | nean, for what it's worth, you

know, you m ght want to get a hold of Landon and see if you
can work out a split agreenent with himand then the noney
woul d not be escrowed. It would cone out as it was paid.

GREGORY ALLEN HESS:. What anmount...| nean, you

know, what---?

MARK SWARTZ: Wel|---.

GREGORY ALLEN HESS: What is one of...instead of

splitting it, what is the full anount you paid well, Water or
ever what his nane is? Wll, is it 12% or what?

MARK SWARTZ: The problem..the problemin your
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situation is your interest is subject to alife estate.

GREGCRY ALLEN HESS: Yeabh. Yeah, after---.

MARK SWARTZ: Wi ch neans your |life tenant is going

to get the noney while she's alive.

GREGCRY ALLEN HESS: Yeah, Mt her. Yeah.

MARK SWARTZ: Ckay. So, she would get collectively

the interest while she's alive.

GREGCRY ALLEN HESS: Yeah, that's the reason |I'm

here today, for Mm

MARK SWARTZ: (Okay. Wat you need to do, if you

want to, is try to work out an arrangenent wi th Landon Watt
where you would split in half---.

GREGORY ALLEN HESS: Ckay.

MARK SWARTZ: ---the total anount of noney

attributable to that 8.46 acre tract. So basically what |'m
saying is if you look at...show himthe exhibit because it's
hard to follow if you don't...this tract that Harrison-Watt
owns the coal under, okay?

GREGORY ALLEN HESS: Ckay.

MARK SWARTZ: It's an 8.46 acres in this unit.

GREGORY ALLEN HESS: Yeah.

MARK SWARTZ: (Okay. And then your...is it your

nonf?
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GREGORY ALLEN HESS: It's ny nother, yes.

MARK SWARTZ: Ckay. Then your nom has the oil and

gas ownership---.

GREGORY ALLEN HESS: Yeah.

MARK SWARTZ: ---of that same tract. Wat |'m

suggesting is that's...then if you cone over, you can see
that that’s 16.3763%---.

GREGORY ALLEN HESS: Yeah.

MARK SWARTZ: ---of the revenue in this unit. So

basically if you could cut a deal with Harrison-Watt, your
mom woul d be receiving a little over 8% of the royalty.

GREGORY ALLEN HESS: A little over 8%

MARK SWARTZ: O the royalty.

GREGORY ALLEN HESS: Ckay.

MARK SWARTZ: So if it paid, you know, a $100 on

this tract in royalty, you know, on this particular tract,
Harrison-Watt would get 50 and she'd get 50.
GREGORY ALLEN HESS: Ckay.

MARK SWARTZ: You know, but it's of the total

that's paid to this particular 50...actually is this a
50...s0 51.66 acre unit.

GREGORY ALLEN HESS: Yeah.

MARK SWARTZ: So, the total anmount that got paid to
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this unit for that well, you guys would be splitting

16. 3763% Harrison-Watt usually agrees to split it 50/50.
That's why |'m suggesting that your nom woul d be receiving
hal f of that. Now, when she passed, you know, you' d each get
a fifth of that nunber.

GREGORY ALLEN HESS: Well, that---.

MARK SWARTZ: Well, I'mjust saying that's how that

woul d wor k- - -.

GREGORY ALLEN HESS: Ckay.

MARK SWARTZ: ---because she's got the |ife estate.

GREGORY ALLEN HESS: Yeah, she's got the---.

MARK SWARTZ: | assunme you guys are renai ndernen,

which is why you're listed here.
GREGORY ALLEN HESS:. Yeah. See, they...they net

with nmy brother and themand it was another fellow, ny

nei ghbor, or ever what, he said |I'd check into that. They
never did send nme nothing until just here, what, the 19th or
sonething of...when | started calling Carl, that's the only
time | ever got anything show ng anyt hi ng.

LESLI E K. ARRI NGTON:  Un- huh

GREGORY ALLEN HESS: | nean, they were just like I

didn't exist.

MARK SWARTZ: Well, presumably they were talking to
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your nmom | nean, that's all | can guess, you know.

GREGORY ALLEN HESS: And then a lady...well, |

talked to Carl and he called nme back on a Saturday norning.
Then | got a package of---.

LESLI E K. ARRI NGTON:  Thi s.

GREGORY ALLEN HESS: ---that right there.

MARK SWARTZ: Ri ght .

GREGORY ALLEN HESS: And a lady called ne from

Consol and wanted the rest of them s addresses and stuff,
Brenda's and Regina's and Jimy's, Tamy's, you know, that I
knowed. | gave it to her. Then---.

MARK SWARTZ: So that we could mail it out as well

GREGORY ALLEN HESS: Yeah.

MARK SWARTZ: Ri ght .

GREGORY ALLEN HESS: Then the little paper or ever

what cane, you know, for today.

LESLI E K. ARRI NGTON:  Un- huh

MARK SWARTZ: Ri ght .

LESLIE K. ARRINGTON: Well, again, if you'd like to

work out a lease and a royalty split, 1'll certainly get
soneone in touch with you because | don't carry that
information with nme---.

GREGORY ALLEN HESS:  Un- huh.
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LESLIE K. ARRINGTON: ---you know, if that's what

you want to do, we---.

GREGORY ALLEN HESS: Well, let ne talk to Mt her

or---.

LESLI E K. ARRI NGTON: Ckay. Sure.

GREGORY ALLEN HESS: ---Jewell. | like Jewell...

that's ny brother-in-Iaw

LESLI E K. ARRI NGTON:  Ckay.

GREGORY ALLEN HESS: | nean, he married ny baby

si ster.

LESLI E K. ARRI NGTON:  Ckay.

MARK SWARTZ: And Landon Watt, the coal owner, is

relatively easy to deal wth.

GREGORY ALLEN HESS: They own...well, you' ve got

t he Upper Banner, Lower Banner, W dow Kennedy, Jawbone---.

MARK SWARTZ: Everything above the Jawbone is above

drai nage, though. So, we're really...there's no coal bed
met hane in the above drai nage.

GREGORY ALLEN HESS: Yeah, | know. |'ve worked---.

MARK SWARTZ:  So---.

GREGORY ALLEN HESS: ---in the Wdow Kennedy.

MARK SWARTZ: ---we're really tal king about the

deep stuff. But, you know, Landon...as far as |I can tell,
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you know, Landon Watt or Harrison Watt owns that coal. So,
t hat woul d be the people you' d need---.

GREGORY ALLEN HESS: They own t he upper seans

or---.

MARK SWARTZ: | don't know about the upper seans.

They own...it doesn't matter because the upper seans aren't
produci ng coal bed net hane.

GREGORY ALLEN HESS:. (kay, okay. So, they...

they've got mneral rights on below that, in other words.

MARK SWARTZ: Sonetines the shall ow coal i s owned

by different fol ks and we---.

GREGORY ALLEN HESS: Yeah.

MARK SWARTZ: ---have to deal with themon a

permts---.

GREGORY ALLEN HESS: Well, Big X...Big X Coal

Conpany, | believe is what it said.
LESLIE K. ARRINGTON: They own it all.

GREGORY ALLEN HESS: They---.

MARK SWARTZ: They own it all here.

LESLI E K. ARRI NGTON:  Ckay.

BENNY WAMPLER.  And if you did work out that kind

of agreenent that they just talked with you about, the check

woul d go to his nother?
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LESLI E K. ARRI NGTON:  Yes.

MARK SWARTZ: Right. Wile she was alive.

GREGORY ALLEN HESS: Ch, yeah. That's were |'d

want it to go to.

BENNY WAMPLER: Rat her than the noney going into

escCr ow.
GREGORY ALLEN HESS: | don't want---.
LESLIE K. ARRI NGTON:  Ckay.
GREGORY ALLEN HESS: | work for a contractor for
Consol .

LESLI E K. ARRI NGTON:  Un- huh

BENNY WAMPLER:  Yeabh.

GREGORY ALLEN HESS: | punp these wells.

LESLI E K. ARRI NGTON: Ckay, okay. If you...so Carl

has your phone nunber or---?

GREGORY ALLEN HESS: He's suppose to have.

LESLI E K. ARRI NGTON:  Ckay.

GREGORY ALLEN HESS: And...I| nmean, |1'd rather...]|

don't know what he was into that day or what, but I can talk
to a man personally better than I can on the phone. | nean,
you know - -.

LESLI E K. ARRI NGTON:  Ckay.

MARK SWARTZ: Well, he'll conme out and visit with
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you, too. Just call nake an appoi ntnent and he'll cone talk
to you.

GREGORY ALLEN HESS: Well, he needs to send

sonebody to break it down to where |I can understand it.

LESLI E K. ARRINGTON: Okay. We'll doit.

GREGORY ALLEN HESS: Yeah. And then---.

LESLIE K. ARRINGTON: Ckay. W can do that.

GREGORY ALLEN HESS: Ckay.

BENNY WAMPLER:  All right. Thank you.

GREGORY ALLEN HESS: Thank you.

LESLI E K. ARRI NGTON: Thank you.

BENNY WAMPLER. Do you all have anything further?

MARK SWARTZ: The only thing I would...Il would

point out is that there...we've provided an Exhibit E with
regard to conflicts, which lists the tracts, Les, you need to
follow nme here, which would be 1B, 1E, 1C, 1F and 1Gin terns
of conflict escrow. There's a life estate issue in Tract 1B
that we've just tal ked about.

BENNY WAMPLER: Ri ght.

MARK SWARTZ: Then we filed an Exhibit EE which

lists the nunerous split agreenents affecting various tracts,
whi ch include 1A, 1D, 1H, 11, 1J, 1K and 1L. Have |

summari zed that correctly?
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t he Boar d?

LESLI E K. ARRI NGTON: Yes...yes, you have.

MARK SWARTZ: That's the only thing | woul d add.

BENNY WAMPLER: Ckay. Questions from nenbers of

(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mbdtion to approve.

DONALD RATLI FF: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?

yes.

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

(Al nmenbers signify by saying yes.)
BENNY WAMPLER:  (Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from CNX Gas Conpany, LLC for

pooling of a coal bed nethane unit AV-117, docket nunber VGOB-
04-0720-1307. | believe you said that this may be subject to

conbining with sone others.

MARK SWARTZ: Right. This is a Mddle Ridge unit.

The other two Mddle Ridge units are docket nunbers eight
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and ni ne.

BENNY WAMPLER: Did you want to---?

MARK SWARTZ: And if you could conbine...well,

actually...yeah, those are the other two Mddle R dge. If
you coul d conbi ne those three, that would be great.

DONALD RATLI FF:  Seven and ei ght.

MARK SWARTZ: Well, seven and ei ght on that

schedul e, but your docket has them--.

DONALD RATLI FF:  Ckay.

MARK SWARTZ: ---as eight and nine.

BENNY WAMPLER:  Ei ght and ni ne, okay. Gkay, the

other two itens are a petition from CNX Gas Conpany, LLC for
pooling of coal bed nethane unit BD 119, docket nunber VGOB-
04-0720-1310; and a petition from CNX Gas Conpany, LLC for
pooling of a coal bed nethane unit BB-109, docket nunber VGOB-
04-0720-1311. W'd ask the parties that wish to address the
Board in these units to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show there are no

others. You nmay proceed.

MARK SWARTZ: M. Chairman, | would like to

i ncorporate the testinony fromthe prior hearing with regard

to the applicant and the designated operator and their
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corporate status and status with the DMME, and also with
regard to the testinony concerning the |l ease terns, if |
coul d.

BENNY WAMPLER:  That will be incorporated.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, could you state your nanme again for us.
A Leslie K Arrington.

Q And who do you work for?

A CNX Gas Conpany.

Q Do you have a title?

A Manager of environnental and permtting.

Q Were you the person that prepared or caused
to be prepared the notices of hearing and the rel ated
exhibits for these three pooling applicat...three Mddle
Ri dge pooling applications that we're going to be talking
about ?

Yes, | was.
And in effect you signed then?
Yes, | did.

o > O »

Ckay. Wiat did you do to notify the people
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that you' re seeking to pool at today's hearing?

A We mail ed AV-117 on June the 18th, 2004,
publ i shed on June the 24th of 2004 in the Bluefield Daily
Tel egraph. BD-119, we nmail ed June the 18th, 2004; published
in the Bluefield Daily Tel egraph July the 26th, 2004. BB-
109, we nailed June the 18th, 2004 and published in the
Bluefield Daily Tel egraph on June the 28th, 2004.

Q Okay. Are each of these units a
M ddle...Mddl e R dge units?

Yes, they are.

And the acreage in AV-117 is 49.86, is that

correct?
A That's correct.
Q And in...what's the acreage in BD- 1197
A 58.74, and BB-109 is 58. 74.
Q Ckay. And with regard to...how many wells

are proposed for each of these units, how many?

A One.

Q And in AV-117, that well is located in the
wi ndow, correct?

A Yes, correct.

Q And with regard to BD-119, it's not in the
wi ndow?
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That's correct. It is not.

And with regard to BB-109, it's again in the

w ndow?

Yes, it is.

Starting with AV-117, 1've got sone specific
guestions, first of all, did you provide a well cost
estimate?

A Yes, we did. On AV-117, it was $225,6..
990.55 to a depth of 2,354.33 feet. Permt nunber is 6164
and it was drilled on May the 27th, 2004.

Q Tell the Board what interest you' ve been
able to acquire in AV-117 and what interest you' re seeking to
pool today.

A Yes. We have | eased 94.31274% of the coal
owner's claimto coal bed nethane; and 96. 7395% of the oil and
gas owner's claimto coal bed nethane. W have 95. 0622% of
the coal |eased beneath the unit. W're seeking to poo
5.68726% of the coal owner's claim and 3.2605% of the oi
and gas owner's claimto coal bed net hane.

Q Have you filed a revised or an Exhibit E
that was not originally included with regard to this unit?

A That's correct, we did.

Q Ckay. And that shows that there is a
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conflict requiring escrowin Tract 5, is that correct?

A That's correct, there is.

Q It appears to nme when | | ook at Exhibit B-3
in the original application that in Tract 6 there are sone
addr ess unknowns or have you been able to straighten that
out ?

A No, we have not.

kay. So, wth regard to Tract 6, there
woul d al so be an escrow requirenent for several people whose
addresses were unknown at the tine you filed this
application?

A That's...that's correct.

Q Q her than that, though, there is no
additional requirenents in this unit AV-117, is that correct?

A That's correct.

Q Turning to BD- 119, did you provide the Board
with a well cost estimte?

A Yes, we did. It's $234,193.96, to a depth
of 2672. Permt nunber is 6025.

Q What interest have you been able to acquire
inthis unit and what is it you' re seeking to pool ?

A W' ve | eased 99.9978% of the coal owner's

claimto coal bed nethane; and 56.1436% of the oil and gas
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owner's claimto coal bed nethane. W' re seeking to poo
0. 0022% of the coal owner's claimto coal bed net hane; and
43. 8564% of the oil and gas owner's cl aim

Q And you' ve provided an Exhibit Ewth regard
to conflicts here?

A Yes, we have.

Q And the tracts that are in conflict that
require escrow are 1A, 1B, 1C, 1D, 1E and 1F, is that
correct?

A That's correct.

Q There's also an Exhibit EE with regard to

split agreenents?

A Yes, it is.

Q And t hose affect Tract 1B?

A Yes.

Q Are you requesting that if the Board enters

an order here, that you be allowed to pay the folks
identified in Exhibit EE directly as opposed to escrow ng
their funds?

A Yes, we are.

Q There's al so an address unknown issue wth
regard to Tract 1D, is that correct?

A. That's correct, it is.
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Q Have we summari zed for the Board in terns of
preparing an order all of the escrow issues?

A | believe.

Q Ckay.

BENNY WAMPLER: Let ne...before you | eave that, did

you say 1F?
MARK SWARTZ: | think | did. Let nme | ook.

LESLI E K. ARRINGTON: On...on what?

MARK SWARTZ: Exhi bit E. | show it as Swords Creek

havi ng coal and Charlie Paul having oil and gas. But---.

BENNY WAMPLER:  Ckay. Thanks.

MARK SWARTZ: | thought naybe you were mi ssing a

page possibly.
BENNY WAMPLER: | thought | was. | was picking it

up with another.

MARK SWARTZ: (Ckay, that's fine.

BENNY WAMPLER: Go ahead.

Q Les, a couple of opinion questions, first of
all...actually strike that. W've got one nore unit. Let's
turn to BB-109, okay.

A Yes.

Q In preparing for the hearing today, we

noticed that there is a mstake in one of the exhibits, did
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we...did we not.

A Yes, it was on Exhibit A The plat
incorrectly has the field as Gakwood and it shoul d have been
M ddl e Ri dge.

Q And as far as we can tell that's the only
i nstance in these docunents where we got the wong nane; so,
you're going to be tendering a corrected Exhibit A---7

A Ri ght .

Q ---to correct that mstake? Wth regard to
BB- 109, there are no escrow requirenents, correct?

A That's correct.

Q What are you seeking...what have you
acquired and what are you seeking to pool ?

A W' ve acquired 98.2806% of the coal, oil and
gas owner's claimto coal bed nethane. W're seeking to pool

1.7194% of the coal, oil and gas owner's claimto coal bed

met hane.

Q Ckay. And have you provided a well cost
estimate?

A Yes. $255, 38---.

Q 8.

A s it 887

Q Yeah.
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A | don't have ny glasses on for that.
...88.55. It's actually...its depth is 2,554 feet. Permt
nunber is 5562.

Q Wth regard to these three M ddl e Ridge
units that we've just worked our way through here, is it your
opinion that the drilling of one frac well in each of these
units is a reasonable plan of devel opnment to devel op the
coal bed nethane for all the claimnts and owners?

A Yes, it is.

Q Is it your opinion that if you take the
| eases that CNX has obtained and ot her agreenents with owners
and cl ai mants and conbine that with a pooling order dealing
with the respondent's interest that those two things, the
| eases and agreenents, coupled with a pooling order woul d
serve to protect the correlative rights and clains of al
owners and claimants in these units?

A Yes, it woul d.

MARK SWARTZ: That's all | have.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

DONALD RATLI FF AND JI M Mel NTYRE: So noved.
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DONALD RATLI FF:  Second.

BENNY WAMPLER: Mbve to approve and second. Any

further discussion?
(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(AI'l nmenbers signify by saying yes.)
BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from CNX Gas Conpany for pooling
of a coal bed net hane unit AY-103, docket nunber VGOB-04-0720-
1308. We'd ask the parties that wish to address the Board in
this matter to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

(M. Wanpler confers with sone individuals in the
audi ence.)

(O f record.)

BENNY WAMPLER: Let's take a ten m nute break

(O f record.)
BENNY WAMPLER: The next itemon the agenda is a

petition from CNX Gas Conpany, LLC for pooling of a coal bed
met hane unit AY-103, docket nunber VGOB-04-0720-1308. W'd
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ask the parties that wish to address the Board in this matter
to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington. Al so,

| would Iike to ask that the Board consi der conbining the
four remaining Nora units, which would be the one that you
just called with the next docket item on your docket as
seven.

BENNY WAMPLER:  Ri ght.

MARK SWARTZ: And then---.

BENNY WAMPLER: Ten and el even.

MARK SWARTZ: ---on the next page it would be ten

and el even would be the | ast two Noras.

BENNY WAMPLER.  We' Il also call a petition from CNX

Gas Conpany, LLC for pooling of coal bed nethane unit AZ-104,
docket nunber VGOB-04-0720-1309; and a petition from CNX Gas
Conpany, LLC for repooling of coal bed nethane unit AX-100,
docket nunber VGOB-03-0715-1158-01; and a petition from CNX
Gas Conmpany, LLC for a repooling of coal bed nethane unit AW
102, docket nunber VGOB-03-0819-1165-01. W'd ask the
parties that wish to address the Board in these matters to
conme forward at this tine.

MARK SWARTZ: It will also be Mark Swartz and Les

Arrington.
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BENNY WAMPLER: Si x, seven, ten and el even for the

Board nmenbers

are no others.

conveni ence. Ckay, the record will show there

You may proceed.

MARK SWARTZ: M. Chairman, | would like to

incorporate the information fromthe prior

hearings with

regard to CNX as the applicant and as the potentia

desi gnat ed operator, the corporate or partnership status and

registration wwth the DMME and that sort of

along with the lease terminfornmation.

i nformati on,

BENNY WAMPLER:  That wi Il be incorporated.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q

> O > O >

Q

Les, you need to state your nane for us.

Leslie K Arrington.

Who do you work for?
CNX Gas Conpany.

What do you do for then?

Manager of environnental and permtting.

Were you the fellow that either

prepared or

caused to be prepared the notices of hearing and the

applications and the related exhibits with regard to these
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four pooling applications?

t henf

A
Q

o > O »F

let's start

o >» O » O » O > O »F

W th

that there would

wi ndow?

A

Yes, | was.

And did you, in fact, sign all of four of

| did.

Are they all Nora units?

Yes, they are.

Wth regard to the acreage in the units,
AY- 103, what's the acreage?

58. 78.

AZ- 1047

56. 97.

AX-1007?

58. 77.

And then lastly, AW102?

58. 76.

And these are indeed Nora units?

Yes.

And the proposed devel opnent proposal is
be one well in each of these units?
That's correct.

Wth regard to AY-103, the well is in the
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A Yes, it is.
Q Wth regard to AZ-104, it's outside the

w ndow, just barely?

A Correct.

Q Wth regard to AX-100, it is in the w ndow?
A Yes.

Q And with regard to AW102, it's in the

wi ndow?

>

Yes, it is.
Ckay. Turning specifically...well, before
we do that. What did you do to notify the respondents in
t hese four pooling hearings that there would be a hearing
t oday?

A AY- 103 was nmil ed June the 18th, 2004,
published in the Bluefield Daily Tel egraph on June the 25t h,
2004. AZ-104, mailed June the 18th, 2004; published
Bluefield Daily Tel egraph on June the 26th, 2004. AX-100,
mai | ed June the 18th, 2004; published in the Bluefield Daily
Tel egraph June 29, 2004. AW102, nuailed June 18, 2004,
publ i shed Bluefield Daily Tel egraph June the 28th, 2004.

Q And have you filed with M. WI son proofs
with regard to both mailing and service concerning these four

units?
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A Yes, we have.

Q Turning to AY-103, what is the interest that
you' ve acquired and what is it that you' re seeking to pool ?

A W have | eased 100% of the coal owner's
claimto the coal bed nethane. W have | eased 64.4082% of the
oil and gas owner's claimto coal bed nethane. Seeking to
pool 35.5918% of the oil and gas owner's claimto coal bed
met hane.

Q And is a portion of what you' re seeking to
pool |eased to Equitabl e?

A Yes, it is.

Q Ckay. And is that disclosed by your
application?

A Yes, it is.

Q And in the event the Board enters an order
it would be necessary to afford Equitable a participation
ri ght assum ng you haven't already reached an agreenent with
t henf
We are working on that.
| understand. But |'m saying---.
Yes, that's correct.

Have you provided a well cost estimte here?

> O > O >

Yes. For AY-103, $220,600.35, depth is
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2164, permt nunber is 5739, and | believe that drill date

shoul d have been Decenber 3rd, 2003.

there are

correct?

Exhi bit E,

escr ow?

Q kay. Wth regard to escrow rel ated issues,

sone folks with addresses unknown in Tract 3A,

A 3A and possi bly 3B.
Q Let nme | ook at that.

BENNY WAMPLER: 6 of 6.

Q | think it's just 3A

A Ckay, just 3A

Q Ckay. Wth regard to conflicts, there's an
correct?

A Yes, it is.

Q And the conflict tracts would be 1B, 3A, 3B?

A Yes.

Q And is there also a title issue in Tract 1B?

A Yes, it is.

Q And that would be a further reason for

Yes.
Lastly, have you filed and Exhibit EE?

Yes, we have.

o > O »

There was sone split agreenents, if |'m not
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m st aken, affecting Tract 3A?

A Yes.

Q And are you requesting that the Board order
allow you to pay those people directly in accordance with
their split agreenents as opposed to escrow ng their funds?

A Yes, we are.

Q Turning to AZ-104, what is it that you've
| eased and what is it that you're seeking to pool ?

A W' ve | eased 100% of the coal owner's claim
and | eased 96. 1032% of the oil and gas owner's claimto
coal bed net hane. We're seeking to pool 3.8968% of the oi
and gas owner's claimto coal bed net hane.

Q And is a portion of that outstanding claim
that you're seeking to pool subject to an Equitable |ease?

A | believe so.

Q And, again, we would...we would ask that the
Board order avoid Equitable as noted in Exhibit B-3
participation option here?

A Yes.

Q And there's no escrow requirenent with
regard to this unit, is that correct?

A That's correct.

Q However, there is a split agreenent and you
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filed an Exhibit EE indicating that in Tract 3 at |east sone

of the fol ks have resolved their---?

A That's correct.

Q ---conflicting clains, correct?

A Yes.

Q And are you asking that the Board all ow you

to pay those people identified with regard to Tract 3 in
Exhibit EE directly as opposed to escrowi ng their funds?

A Correct, we are.

Q Ckay. Wth regard to unit AX-100, what is
it that you' ve acquired...what are the interests you' ve
acquired and what is it you're seeking to pool?

A Yes. W have one...we've | eased 100% of the
coal owner's claimto coal bed nethane. W' ve |eased 92. 6697%
of the oil and gas owner's claimto coal bed nethane. W're
seeking to pool 7.3303%of the oil and gas owner's claimto
coal bed net hane.

Q s that interest that you're seeking to poo
subject in whole or in part to an Equitable | ease?

A In part.

Ckay. And are you again requesting,
consistent with what you've disclosed in Exhibit B-3,

Equi tabl e be afforded a participation option with regard to
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the lease...let me see if | can find it here...it |ooks Iike
it's the Martins again?

A Yes, it is.

Q Ckay. We have address unknown issues

requiring escrow here in Tracts 1B as in Boy and 1D as in

Davi d?

A That's correct.

Q You filed an Exhibit E, correct?

A Yes, we have.

Q And that exhibit discloses escrows required
because of conflicts concerning Tracts 1B, 1C, 1D, 2B, 2C,
correct?

A Yes.

Q And what tracts are subject to split

agreenment s?

A It appears to be 1A, 1B, 1C, 1D, 2A, 2B, 2C,
2D, 2E and 2F

Q And are you requesting wth regard to the
Exhibit EE that the folks identified therein, that the
operator be allowed to pay themdirectly as opposed to
escrowi ng their funds?

A Yes.

Q Ckay. Wth regard to this AX-100, have you
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provided a well cost estinmate?

A AX-100, yes, $245,532.86, estimated depth is
2680, permt nunber is 5719.

Q kay. And lastly with regard to AW 102,
what . ..what interest have you acquired and what. .. what
interest are you seeking to pool ?

A W' ve acquired 100% of the coal owner's
claim 99.4920% of the oil and gas owner's claimto coal bed
nmet hane; seeking to pool 0.5080% of the oil and gas owner's
claimto coal bed net hane.

Q Ckay. Have you provided a well cost
estimate to the Board with regard to this unit?

A Yes, $236,983.11; depth is 2287; perm't
nunber is 5591.

Q Ckay. And there's an Exhibit E that you've
tendered to the Board with regard to AW 102, correct?

A Yes.

Q And that indicates that there are conflicts

in Tract 2A, 2B, 47

A Yes.

Q And that should be it for the conflicts?
A Yes.

Q And you' ve al so tendered an Exhibit EE, is
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that correct?

A Yes.

Q And that shows that folks in Tracts 2A 4
...and 4, sonme of them have entered into royalty split
agreenents, and are you requesting that the Board all ow you
to pay those people identified in Exhibit EE directly in
accordance with their split agreenents as opposed to
escrow ng their funds?

A Yes, we have. Yes, we are.

Q And do we have sone address unknown issues
in sone of the tracts in this unit?

A | believe there is. Tract---.

Q It 1ooks |ike when you underline a tract,
it's disclosing an address unknown issue.

A Yes.

Q But we'll look at this for sure. It |ooks

like it may be---.

A It should be 2A and 2B.

Q Definitely 2A?

A Uh- huh.

Q And 4. 2A and 4 with the unknown address

i ssues?

A Yes.
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Q Do you want today to add any respondents to

any of these four units?

A No, we do not.

Q Do you want to dism ss any respondents?

A No.

Q Wth regard to these four units, is it your
opinion that the plan of devel opnent, which is to drill one
frac well in each of these units is a reasonable plan to

devel op the coal bed net hane on behalf of the owners and
cl ai mant s?

A Yes, it is.

Q And is it your further opinion that if you
take the | eases you've acquired and you conbine themwth the
pooling order, that those two events, or two things, wll
serve to protect the correlative rights of all owners and
cl ai mant s?

A Yes, it will.

MARK SWARTZ: That's all | have.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

JIMMINTYRE: | have a question. On Tract AY-103,

MARK SWARTZ: (Ckay.

JI M M| NTRYRE: In Exhibit E, 3A, did | understand
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you to say that that was a title problemw th 3A?

MARK SWARTZ: | neant to say 1B.

JIM McI NTYRE: Ckay, because | couldn't see how you

could do a split agreenent on a title problem

MARK SWARTZ: No, it's 1B

JIM McI NTYRE:  Ckay.

MARK SWARTZ: Now | may have m sspoke, but if you

| ook at the tract identifications, page 1B shows the or and
that's the one where we have the title issue.

BENNY WAMPLER:  Thank you.

MARK SWARTZ: You' re wel cone.

BENNY WAMPLER:  Any ot her questions?

(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

DONALD RATLI FF: So noved, M. Chairman.

JI M M| NTYRE: Second.

BENNY WAMPLER: Mbtion to approve and second. Any

further discussion?
(No audi bl e response.)

BENNY WAMPLER:  All in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.
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(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from Equitable Production Conpany
for pooling of coal bed nmethane unit BC-502834, docket nunber

VAEOB- 04- 0720-1312. We'd ask the parties that to address the

Board in this matter to cone forward at this tine.

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB WLSON: Wile they're getting settled in

there, 1'd point out for the record that staff received a
letter from  Theresa D. Scholtz objecting to the pooling
nunber...this docket nunber. | have given each Board nenber
a copy of that letter and I'll even share one with the
operator at this tine.

BENNY WAMPLER. Go ahead and state your nane for

the record, please.

TONY WLHO T: M. Chairman, Tony W/l hoit and Don

Hal | on behal f of Equitable Production Conpany, the applicant
inthis matter. For the record, we wll acknow edge that we
did receive today prior to hearing a copy of a letter from
Theresa Scholtz directed to M. WIson, and a copy of his
response to her dated July the 16th, 2004.

BENNY WAMPLER: Have M. Hall sworn in, please.
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(M. Hall is duly sworn.)

DON HALL
havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTIONS BY MR WLHA T:

Q Wul d you state your full nane for the

record, please?

A My nanme is Don Hall.
Q And how are you enployed, M. Hall?
A "' m enpl oyed by Equitable Production Conpany

as district |andman.

Q Al right, sir. Are you famliar wth the
applications Equitable has filed before the Board here today?

A Yes.

Q And first of all, is Equitable authorized to
do business in the Cormmonweal th of Virginia?

A Yes.

Q Al right, sir. And does Equitable have
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drilling rights under the unit as depicted at Exhibit Ato
t he application?

A V¢ do.

Q And what are the drilling rights that you
own t here?

A We have 94.11% of the gas estate | eased, and

t he sane anount of the coal estate.

Q Are the unl eased parties in the unit?
A Yes.
Q And what efforts have you nmade to contact

t hose respondent s?

A We have...we're unable to ever get a phone
nunber to talk directly wwth Ms. Scholz, but we did nail a
| ease by certified nmail return receipt requested and she
recei ved that and we got no response from her.

Q Al right, sir. |s her address and nane set
forth on Exhibit B-3?

A It is.

Q And her interest in the gas estate that's
unl eased, what woul d that be?

A 5.89%in both the gas and the coal estate.

Q All right. And the address set out in

Exhibit Bis the |last known address for this respondent, is

69



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

that correct?
A Yes.
Q Are you asking the Board to force pool her

interest in this unit?

A W are.

Q Are you famliar with the fair market val ue
of the drilling rights in this unit?

A Yes.

Q What woul d t hey be?

A A five dollar bonus, a five year termw th a

one-ei ghth royalty.

Q s this a fair...fair representation of the
fair market val ue and reasonabl e conpensation for the
drilling rights?

A Yes.

Q Ckay. Then are you asking the Board then to
issue its order wherein the named respondent is given the
election to...under the statute to either participate, be
| eased or be a carried operator?

A Yes.

Q And are you asking the Board to al so include
in that order the standard penalties and so forth for the

carried operator of 300% and 200%®
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Yes.
Q And where do you want that respondent to
respond?
A Equi t abl e Producti on Conpany, 1710

Pennsyl vani a Avenue, Charleston, West Virginia, Attention:
Mel ani e Freeman.

Q And that's where you want all communi cations
to be sent?

A Yes.

Q And are you al so asking the Board that in
their order to include the statutory provisions regarding
deadlines for a response and penalties in the event of

failure to respond?

Yes.
Q Who woul d you ask to be naned operator under
t he order?
A Equi t abl e Producti on Conpany.
Q And what is the depth of this proposed

initial well under your plan of devel opnent?

A 2572 feet.

Q s this sufficient to penetrate the subject
formation?

A Yes.
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Q And what are the estinmated reserves in this
unit?

A 325 mllion cubic feet.

Q Have you had an opportunity to review the
AFE that has been submtted in connection with the
appl i cation?

A Yes.

Q Does the AFE represent a reasonable estimte

of the well costs for the proposed well?

A It does.

Q What woul d the dryhole...dryhole costs be?

A $116, 378.

Q And the costs for a conpleted well?

A $286, 352.

Q s this a nultiple conpletion well?

A Yes.

Q And does your AFE have a charge for
supervi si on?

A It does.

Q In your opinion, will the granting of this

application be in the best interest of conservation,
prevention of waste, and the protection of correlative

ri ghts?
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A. Yes.

TONY WLHO T: That's all we have, M. Chairnman and

Board nmenbers.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: M. Hall, is this well | ocated..

going to be |ocated on Ms. Schol z' s property?
DON HALL: No.
BENNY WAMPLER:  Any pi peline or any crossing

what soever on her property?

DON HALL: Nothing...no surface disturbance on her
property.

TONY WLHO T: Let nme also submt, M. Chairman,

that we tendered to M. WIlson our affidavit of mailing with
evi dence of publication.

BENNY WAMPLER. Ot her questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

TONY WLHO T: That's all.

BENNY WAMPLER: Is there a notion?

JI'M M| NTYRE: So nove.
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BENNY WAMPLER: To approve. |Is there a second?

MASON BRENT: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?

yes.
Ratliff.)
Ratliff.
petition

coal bed nmet hane unit VG 535648, docket nunber VGOB-04-0720-

1313. W'd ask the parties that wish to address the Board in

this matt

(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

(Al'l nmenbers signify by saying yes, but Donal d

BENNY WAMPLER.  (Opposed, say no.

DONALD RATLI FF: | abstain, M. Chairnman.

BENNY WAMPLER: W have one abstention, M.

You have approval.

TONY WLHO T: Thank you.

BENNY WAMPLER. The next itemon the agenda is a

from Equi tabl e Producti on Conpany for pooling of a

er to cone forward at this tine.

TONY WLHO T: Tony Wl hoit and Don Hall on behal f

of the applicant, Equitable Production Conpany.

ot her s.

BENNY WAMPLER: The record will show there no

You nmay proceed.
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DON HALL
DI RECT EXAM NATI ON

QUESTIONS BY MR WLHA T:

Q M. Hall, you' ve been previously sworn, is
t hat correct?

A That's correct.

Q And you're a |l andman in charge of this area
for Equitable Petroleum .. Equitable Production Conpany?

A Yes.

Q And you're famliar with this application
that has been filed and pendi ng before the Board at this
time?

A Yes.

Q And does Equitable own drilling rights in
this particular area?

A W do.

Q And what is the interest of Equitable in the
gas and coal estate?

A W have 97.99% | eased in both the gas and
t he coal estate.

Q And are you famliar with who owns the other

unl eased i nterest?
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A Yes.
Q And are those parties set out in Exhibit B3

to the application?

A They are.

Q VWhat would the interest be that they own?
A They own 2. 01%

Q And have you tried to contact these people

regarding their interest to reach a voluntary agreenent with

t hent?
A Yes.
Q And what was the result of your contact?
A We were unable to reach an agreenent.

TONY WLHO T: Ckay. Again, M. Chairman, we'd

submt that the affidavit of mailing with evidence of
publication has been tendered to M. WIson prior to the
hearing. | would ask the Board to incorporate the testinony
earlier of M. Hall regarding the fair market value of a
lease in this area and the el ections and penalties and so
forth that are contained in the standard order fromthe Board
regarding participation, |easing and being a carried

i nterest.

BENNY WAMPLER:  That will be incorporated.

Q Ckay. Are you asking that Equitable
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Production Conpany be naned operator under the order?

A Yes.

Q And are you asking that all responds by the
respondents be submitted to Equitable in Charleston, to
Mel ani e Freeman?

A Yes.

Q Al right, sir. Wat is the proposed depth
of this well?

A 2228 feet.

Q s that sufficient to penetrate and test the
sources of supply in the subject formation?
Yes.
What's the estimated reserves?

300 mllion cubic feet.

o > O »

Have you prepared or are you famliar with
the AFE as submtted as an exhibit to the application?

Yes.

What are the dryhol e costs?

Dryhol e cost is a $103, 536.

And conpleted well cost woul d be how nuch?
$236, 756.

s this a nultiple conpletion?

> O >» O >» O >

Yes.
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Q And does it have a charge for supervision?

A It does.

Q Is this a reasonable estimate of the well
cost for the well under devel opnment ?

A Yes.

Q And again in your opinion, is granting of
this application in the best of interest of conservation,
production...prevention of waste and the protection of
correlative rights?

A Yes.

TONY WLHO T: That's all we have to present, M.

Chai r man.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mbdtion to approve.

MASON BRENT: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
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(Al nmenbers signify by saying yes, but Donald

Ratliff.)

BENNY WAMPLER.  Opposed, say no.

DONALD RATLIFF: | abstain, M. Chairnman.

BENNY WAMPLER: One abstention, M. Ratliff. You
have approval. Thank you. The next itemon the agenda is a

petition from Equitable Production Conpany for pooling of

coal bed net hane unit VG 505191, docket nunber VGOB-04-0720-
1314. W'd ask the parties that wish to address the Board in
this matter to cone forward at this tine.

DONALD RATLIFF: M. Chairman, | don't have a pl at

on t hat.

BENNY WAMPLER: On this one?

DONALD RATLI FF: On this one.

BENNY WAMPLER: | don't think any of us do.

didn't have one either.

TONY WLHO T: Actually, it would be the sane as

the previous one, wouldn't it.
DON HALL: No, it's a different plat. |It's the
sane peopl e.

TONY WLHO T: Sane peopl e.

BOB WLSON: | have a plat. The original file copy

has a plat with---.
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BENNY WAMPLER: It wasn't in our copies. You

didn't have one either, did you? You mght just pass that
around and we can be | ooking at it.
(M. Hall and M. Wl hoit confer.)

DONALD RATLI FF: | need to see who's on the

sur f ace.

BENNY WAMPLER: | understand. The record will show

there are no others. You nay proceed.

TONY WLHO T: Thank you, M. Chairman. Again,

we'd submt that the affidavit of mailing of the application
with evidence of publication has been submtted to M. WI son

prior to this hearing.

DON HALL
DI RECT EXAM NATI ON

QUESTIONS BY MR WLHA T:

Q M. Hall, you' ve been previously sworn.
Wul d you testify, again, as to your enploynent and capacity
t here?

A District |andman wth Equitabl e Production
Conpany.

Q And in your capacity as a district |andman,

are you famliar with the application currently pendi ng

80



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

bef ore the Board?
Yes.

Q Does Equi tabl e Production Conpany own rights
within the area depicted on Exhibit A to the application?

A Yes. W have 96.3% of the coal and oil and
gas estate | eased.

Q And of that remaining 3.7% are those
unl eased parties set out in Exhibit B3 to the application?

A They are.

Q And are they in fact the sane parties that
were respondents in the application prior to this one before
t he Board?

A Yes, they were.

Q And did you, again, notify these peopl e of
this hearing?

A Yes.

Q And have you contacted them regarding

entering into a voluntary agreenent regarding their interest?

A W have.

Q And what were your efforts?

A W were you unable to reach an agreenent.

Q s Exhibit...does Exhibit B contain the | ast

known address for these respondents?
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A It does.

Q Are you asking the Board then to force poo
t hese unl eased interest into a unit?

A Yes.

Q Al right, sir

BENNY WAMPLER: Again, M. Chairman, |'d ask that

we incorporate the testinony previously given by M. Hal
regarding the fair market value of the oil and gas lease in
this area together with the request that the Board enter an
order containing the statutory provisions regarding
participation, leasing or being a carried interest wwth the
time franmes for response and penalties for failure to respond
to be included in that order.

BENNY WAMPLER:  That wi Il be incorporated.

Q Do you recommend that any el ections given to
t hese respondents be sent to Equitable Production in
Charl eston, Attention: Ml anie Freeman?

A Yes.

Q And are you asking that Equitable Production

Conpany be naned operator under this force pooling order?

A Yes.
Q What is the depth of this well?
A 2204 feet.
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Q Again, is that sufficient to penetrate the

subj ect formation?

A Yes.

Q What are the estimated reserves for the
unit?

A 400 mllion cubic feet.

Q And have you reviewed and did you prepare

the AFE that has been submtted to the Board?
A | reviewed it. | didn't prepare it.
Q Was it prepared by soneone know edgeabl e
wi thin your departnent who knows the well costs?
A Yes.
Q And does it represent a fair and reasonabl e

estimate of the well costs for the proposed well?

A It does.

Q What woul d the dryhol e costs be?

A $107, 128.

Q And if the well is conpleted, what would the

costs be?
$241, 123.
s this a nultiple conpletion?

Yes.

o > O »

And does your AFE include a charge for
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supervi si on?

A It does.

Q And again, in your opinion, wuld the
granting of this application be in the best interest of
conservation, prevention of waste and protection of
correlative rights?

A Yes.

TONY WLHO T: That's all we have, M. Chairman.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

(No audi bl e response.)

BENNY WAMPLER: |s there a notion?

JIM MINTYRE: Mdtion to approve.

BENNY WAMPLER: Mbtion to approve. |Is there a
second?

MASON BRENT: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER:  All in favor, signify by saying

yes.
(Al nmenbers signify by saying yes, but Donald
Ratliff.)
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BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you.

DONALD RATLI FF: | abstain, M. Chairnman.

BENNY WAMPLER: You have one abstention, M.

Rat|iff.

TONY WLHO T:  Thank you, M. Chairman and nenbers

of the Board. |It's good to see you again.

BENNY WAMPLER:  Thank you. Good to see you

TONY WLHA T: M. Kiser will be back. [l make

sure he puts all the plats attached this tine.

BENNY WAMPLER:  Ckay, good deal .

TONY WLHO T: Thank you.

BENNY WAMPLER:  Thank you. The last item| have is

the mnutes and the results of the hearing for June the 15th.
They have been distributed to Board nenbers. You've had an
opportunity to |l ook at those. |Is there any question or
comment? Oherwise, |I'd entertain a notion.

MASON BRENT: Motion to approve, M. Chairnman.

DONALD RATLI FF: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying
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yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER: It is approved.

DONALD RATLI FF:  What happened to itemone. |

t hought we was com ng back to this one.

BOB WLSON: The Board took that off the docket

because we hadn't received proper application material.

BENNY WAMPLER: Ri ght.

BOB W LSON: It was on the record | ast nonth that

that itemwas going to be renoved fromthe docket.

BENNY WAMPLER:  They just didn't conme back with it.

Do you have anything, M. WIson?
BOB WLSON: Yes, sir, a couple of things. W are,

as we have...| think nust of us have discussed before, under
a mandate to review regulation on a periodic basis to

el i m nate unnecessary regul ation and to nmake corrections or
additions as needed. W are about to enter into our gas and
oil regulations in the departnent and at the sane tine, we're
going to do the Gas and G| Board regul ation. W have not,

at this point in tinme, decided exactly how we're going to go
into the Board regulation. W have two ways that we can
go...actually three ways, | guess. W could decide that it

doesn't need any attention and not open it up at all. W can
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deci de to nmake m nor changes or focused changes and basically
only open up a small portion of it or we can open up the
entire regulation and it would be open for public comment and
public review W will have a work group to work on it
conposed of interested parties, the operators, the citizens,
Board nmenbers, however we decide to set that up
At this point in time, we have just comrenced the

process...actually, we pretty nuch just conmtted to the
process. W' ve had one neeting in nmy...in the departnent
relative to the gas and oil regulation. | wanted to bring
the Board in on this and say that if you woul d pl ease think
about the regul ations. Look at your copy of the regul ations.

If you can't lay your hands on it, let ne know and |I'l| get
you one. Let nme know...let us know if there are changes that
you see that need to be nade, specific sections that need to
be addressed; any concerns you have with it at all
Hopeful ly, by the tinme we neet next we'll have a little nore
i dea of what the departnent's recommendation is going to be
on this. W will...we'll be getting into the process then.

| mainly wanted to just point that out. I'msorry, did you
have sonething you wanted to add to that?

BENNY WAMPLER.  Wel |, just as a general...general

rule, when we do these reviews, you know, | personally think
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it'"s a good idea just to open themup and see, you know...a

| ot of times we get comments that go beyond what the | aw says
and all that. But still I think it has been a while since
we've reviewed the regulation and | think it probably wll be
our recomendation to...to not restrict it in anyway, just to
open the entire reg up and let the Board receive public
comments. Wat we'll do when we do that is we wll receive
those witten cooments and then Bob will present them back to
the Board for consideration along wth the departnent
recommendati on on how to address it. W always address every
coment we get and we would have a draft of that for the
Board's approval is the way that woul d worKk.

BOB WLSON: And we...as | said, we're doing this

in conjunction with the gas and oil regul ation, enforcenent
and permtting regulation, which will facilitate the process
to sone degree.

MASON BRENT: So you wel cone i nput from Board

menbers on the Board regul ati ons?

BOB WLSON: Oh, yes, definitely.

DONALD RATLI FF:  Wul d the Suprene Court deci sion

that came down affect areas that we need to look, at or is it
just...just isolated to that one case?

BENNY WAMPLER:  It's really just the Judge
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interpreting those deeds of that...you know, that he | ooked
at. It didn't go beyond that at this point. Bob, we've got
a coupl e of new Board nenbers appoi nted, but not processed to
serve. Do you nention that?

BOB WLSON: That's correct. Kennet h Addi son who

has Addi son Surveyors here in Abi ngdon has been appointed to
the Board to replace Kenneth Mtchell who was not
reappointed. H's termexpired at the end of June. M.

Addi son' s paperwork didn't clear in tinme for himto be with
us today. So, we'll have himsworn and give hima bit of
orientation. He'll be with us, hopefully, next tine.

BENNY WAMPLER: It's Larry Kenneth Addi son, right?

BOB WLSON:. |'msorry?

BENNY WAMPLER:  Larry Kennet h Addi son

BOB WLSON: Yes, right. As | said, he is here in

Abi ngdon. Hopefully, it wll be sonebody we can count on to
be here on a regul ar basis.

MASON BRENT: | think | nmentioned this before, but

| would hope with these new nenbers that there would be a
fairly thorough orientation, you know, as to what's invol ved
and what...you know, what our jurisdictionis and so forth
and so on.

BENNY WAMPLER. W' ve been trying to do that. Bob
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has been neeting with people that conme on board in going
t hr ough- - - .

BOB WLSON: That's actually an excel |l ent segway.

Thank you very nuch. The second thing that | wanted to
mention was that in response to the little survey we did a
ways back and the fact that we do have sonme new nenbers on
the Board, | would |ike, again, for you guys to consider the
possibility of picking a Monday this fall sonetinme before the
heari ng the next day and consider the possibility of taking a
day and actually do a little bit of field work visits; and
al so, maybe taking an afternoon of sitting down and going
t hrough sone Board aspects, sone of these orders, sone of the
details of the orders we've got, the field rules and this
sort of thing to refresh those of you who have been here for
a while and bring up to date the newer nenbers. | do not
have a proposed schedule. | was thinking the fall of the
year is usually better for that. You can count on the
weather a little bit better insofar as doing the field work.
Just to plant the thought in your head and then maybe next
month or so we can actually schedule it if there's sufficient
interest. There seened to be, in the survey that you fol ks
were kind enough to return, an interest and seeing the need

for sone of this. Yeah, what we tried to do with the new
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menbers right away is sit down and take them a packet of
information, including the regulations, the | aw and the
pertinent orders and explain the rudinments of what we do here
and that sort of thing. Yeah, we do need a bit nore

i ntense---.

DONALD RATLI FF: But when you do that, you don't

prepare us for the enotional aspects of when these fol ks get
up and tell the sad stories. W want...we feel |ike that
there's an obligation to help them But by the guidelines of
the Board, we really don't. Sonetines especially we get
trapped into sone deep holes. It's worth spending the tine
to avoid that because we've...we've had a couple of tough
ones here the | ast couple of nonths that...you know, when you
have twenty-five people staring at you---.

BOB W LSON: Sur e.

DONALD RATLIFF: ---it makes tough calls and it's

not easy to do what's confortable all the tine.

BENNY WAMPLER.  Right. That's a good point.

BOB WLSON: That is a good point. [It's sonething

that | certainly will incorporate into ny orientation
sessions. It's sonething that we experience on a fairly
regul ar basis on a regul atory aspect as well when you have to

tell people genuinely I would like to help you, but | don't
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have the power to do so.

MASON BRENT: Yeah, there has got to be a bal ance

as to, you know, letting people, you know, get it out and
heari ng them

BENNY WAMPLER: Yeabh.

MASON BRENT: But then | think where ny concern

conmes from |'m speaking only in generalities, is when

deci sions are...individual decisions are nade that are based
totally on logic or whatever that's, you know, not rel evant
to, you know, our jurisdiction. You know, that's when

think we're on the edge of trouble.

BENNY WAMPLER. Right. Yeah, we've had that in the

past, sone people nmake recommendati ons to appease the public,
so to speak, but not consistent with |aw and reg and t hat
gets right to the heart of what Donnie was raising, too.

MASON BRENT: Yeabh.

BENNY WAMPLER: It's not easy to...it's not easy to

do what you need to do in face of controversy.

DONALD RATLI FF: But your deneanor always cones

t hrough there, Benny. Benny can...Benny can nmake them | eave
and feel good.

BENNY WAMPLER: | don't know about that.

BOB WLSON: It's a gift.
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was two?

DONALD RATLIFF: It is a gift. | don't have it.

DON HALL: Who's the second one? Did you say there

BENNY WAMPLER:  There is two. Can you renenber the

other...is it...the other gentleman that---7?

gone. No.

to serve.

BOB WLSON: OCh, no. That's right, you've been

The ot her gentl eman was not able to serve.

BENNY WAMPLER:  Right. But then there's---.

BOB WLSON: No. | don't---.

BENNY WAMPLER:  Ckay.

BOB WLSON: | only know about the one.

BENNY WAMPLER.  Ckay, that's right.

BOB WLSON: Yeah, the other gentleman was unabl e

He was going to...l think this cane down | ast week

while you were in---.

BENNY WAMPLER:  Ckay.

BOB W LSON: ---other confi nes.

BENNY WAMPLER. Ot her parts of the country.

BOB WLSON: But, yeah, there was a gentl enman

appoi nted who was at Virginia Tech, but he's retiring and is

nmoving to

Fl ori da and decli ned because he didn't want to cone

back and forth to nmake his obligations.

BENNY WAMPLER:  That's ri ght.
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BOB WLSON:  So,

BENNY WAMPLER

about t hat.

t hen---.

Jean did tell me on the tel ephone

BOB W LSON: ---M. Addison---.

DON HALL: | read that sonewhere...l read in the

paper or sonething about his appointnent. WAs he at Virginia

Tech?

BOB W LSON: Yeabh.

DON HALL: And he's not going to serve? He was a

geol ogi st, | believe.

BENNY WAMPLER

Yeabh.

Geophysi ci st .

DON HALL: Geophysi ci st.

BOB WLSON: But he apparently is retiring and

nmovi ng out of the state.

DON HALL: Who's slot will he be taking?

BOB W LSON: Kenneth Mtchell.

BENNY WAMPLER

BOB WLSON: Wl

No, that was...that was---.

[, his.

..his slot was originally

...the original appointnment was M. Kul hut...Dr. Kul hut, |

guess, at Virginia Tech

He declined and then they appointed

M. Addison to take the place of Kenneth M tchell

DON HALL: But there is one other position open?

BOB WLSON: No.
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BENNY WAMPLER: That was it.

DON HALL: GCkay. | thought there was---.
BENNY WAMPLER: | was reappoi nt ed.

DON HALL: Par don?

BENNY WAMPLER: M ne was expiring, but | was

r eappoi nt ed.
DON HALL: Dennis, is he still---.
BENNY WAMPLER: Dennis is still on the Board,

maybe. After today, | don't know Did he...did he tell you
why he wasn't here?

BOB WLSON: Yeah. | talked to hi myesterday.

He...he was in a position that if absolutely necessary, he
woul d have cone he said, but he needed to be sonewhere el se.

BENNY WAMPLER:  That's not necessarily good.

MASON BRENT: W're on the record.

BENNY WAMPLER:  Absol utel y.

BOB WLSON: That's all | have.

BENNY WAMPLER:  Ckay. Thank you very mnuch.

BOB WLSON: Were you going to bring those itens

back onto the agenda or did you want ne to check on bringing
those itens back on the agenda in August or---?

BENNY WAMPLER:  Yes, we want to go ahead and

reschedul e the---.
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BOB WLSON: Ckay.

BENNY WAMPLER: | could just go ahead on the record

and, | can't go into kind of discussion except | think
we' ve...we've nmade the Board aware that we do have a case
styled Donald Ratliff, et al versus Bob Wlson, et al, and
Sharon Pi geon and nyself are named parties to this Court case
regardi ng the di sbursenment of funds to the parties
represented by M. Klubiak. W're going to go ahead and set
those for rehearing on the Board's own notion is what | woul d
reconmmend since there's a dispute here and it's really the
Board's jurisdiction and not the Court's jurisdiction, in our
opi nion, regarding these di sbursenent of funds. | really am
not confortable saying nore than that except to say if
there's no objection, we'll reset those for rehearing next
month. The Court date is August the 5th. So, you know, we
can tell the Judge it's set for rehearing or he can decide or
what ever ... whi chever way he wants to go. Does that nmake
sense to you fol ks?

(No audi bl e response.)

BENNY WAMPLER. W had representation here that

we'd get certain information, which in our attorney's opinion
has not net that test of representation. | would think it

woul d be proper for the Board to rehear. Does that nmake
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sense to you?

MASON BRENT: Uh- huh.

DONALD RATLIFF: It does to ne.

BENNY WAMPLER: Ckay. Then we'll set those for

reheari ng.

BOB WLSON: Ckay.

DONALD RATLI FF: That's not Donal d and Loui se

Ratliff either just for the record. 1It's a different Donal d.

Thank you very nuch.

STATE OF VIRA NI A,
COUNTY OF BUCHANAN, to-wt:

|, Sonya Mchelle Brown, Court Reporter and Notary
Public for the State of Virginia, do hereby certify that the
foregoi ng hearing was recorded by ne on a tape recording
machi ne and | ater transcri bed under ny supervi sion.

G ven under ny hand and seal on this the 9th day of

August, 2004.

NOTARY PUBLI C
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My comm ssi on expires:

August 31, 2005.
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